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Canada.
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a recent survey showed an age
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training from IAS.
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EDITORIAL
A literary editor has been added in
Catherine Miles, Ph.D., chairman of the
accounting department at Georgia State
College of Business Administration, At
lanta, Georgia. Her department, considered
one of the largest accounting departments
in the Southeast, is a major department at
this school. In addition to her administra
tive and teaching duties, Dr. Miles main
tains a home for her husband, Prof. James
R. Miles, and her two children. She is cur
rently president of the Atlanta Chapter of
A.S.W.A.
The editorial advisory board has been
expanded to six members, all of whom have
much to contribute to the publication. The
board consists of E. Virginia Barnett, Mary
C. Gildea, C.P.A., Rosemary Hoban, C.P.A.,
Ruth Kravitz, C.P.A., Edith Moore, C.P.A.
and Hazel Brooks Scott. To distribute the
work of publishing The Woman C.P.A., the
members of the board will edit unpublished
manuscripts submitted for consideration,
and will assign award points for this
category. Manuscripts are to be forwarded
to National Headquarters where Beatrice
Langley will assign them to members of
the board. Contributions to the “Idea Ex
change” may be submitted direct to the
editor of the column.

Ten Years Ago—October 1947
In the October, 1947, issue of The Woman
C.P.A., Evelyn E. Forsyth, as president of
A.S.W.A., wrote: “As we expand, I feel
confident we are contributing to the cultural
and practical advancement of our members.”
At that time there were but fourteen chap
ters as compared with fifty-four today. But,
if we looked back twenty years, we could
find no A.S.W.A. chapter in existence, be
cause the organization was not launched
until May, 1938.
During the intervening years, how many
have been able to realize their potential
because of their A.S.W.A. membership? It
is interesting to speculate how individual
members have been influenced through their
chapter contacts; how they gained con
fidence in their abilities, and how they
have been motivated to undertake advanced
study.
But this is only today—the future should
demonstrate even greater achievements for
those who are willing to accept the chal
lenge.
STAFF ASSIGNMENTS

The staff of The Woman C.P.A. appears
to be complete, and it is my pleasure to
inform you that Louise Sallmann, C.P.A.,
will continue her interesting and informa
tive discussion of taxes. She is associated
with Wallace and Meyer, C.P.A’s, Oakland,
California, and teaches a class on taxes for
the Alameda City Schools.
Lucille Perelman, C.P.A. takes over the
“Idea Exchange” section from Mildred
Swem, who has been instrumental in pres
enting many worthwhile ideas to the mem
bership. Miss Perelman organized and
served as the first president of the Charles
ton Chapter, A.S.W.A. and is associated
with the accounting firm of Fitzhugh,
Erwin, McKee and Hickman, C.P.A’s, of
Charlestown, West Virginia.

• The Woman CPA is published bi-monthly
in the interest of accounting, and the progress
of women in the profession.
While all material presented is from sources
believed to be reliably correct, responsibility
can not be assumed for opinions or for inter
pretations of law expressed by contributors.
Published by
of

American Woman’s Society
Certified Public Accountants

and
American Society of Women Accountants

327 So. LaSalle Street, Chicago 4, Illinois
Subscription Price—$1.00 Annually

Copyright, 1957, by American Woman’s Society of Certified Public Accountants.
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PETTICOAT FINANCE
By MARGARET B. SCHAU, registered representative of
William C. Roney & Company, Kalamazoo, Michigan

The modern woman has a new and excit
ing interest in money—not just earning it,
but putting it to use effectively. The New
York Stock Exchange recently released fig
ures showing that there are more women
share holders now than men—51.6% for
the ladies—48.4% men.
The biggest reason for this is that “Jane
Dough” no longer takes her financial respon
sibilities lightly—once she was the sheltered
“little woman” from whom all sordid money
matters were carefully withheld by well
meaning men-folk, but now she knows that
protecting dollars is not enough, they must
grow as well. She knows money must be set
aside to buy goods and services when needed.
She deserves, demands, and gets a place on
the family board of directors.
Who knows more about rising prices than
the family shopper ? Who knows more about
the shrinking dollar than the family budget
stretcher? Who also knows more about the
privilege of living in America than the
mother raising a family today? Yes, the
modern American woman knows all these
things are here to stay: the rising prices
that seem to accompany higher standards
of living, the built-in inflationary charac
teristics of our economy, the enjoyment of
the benefits of our great country with its
system of free enterprise which gives her
the highest standard of living in the world
—SO she makes her plans accordingly.
Today’s husband and wife are a team—
cognizant of their financial as well as moral
responsibilities toward their families. They
should sit down often and take stock of
their financial situation, review insurance
policies for adequacy, check over wills
(HERS as well as HIS) to see that they
cover current Situations as well as antici
pate future contingencies, check on the
emergency funds (cash in savings and gov
ernment bonds), finally analyzing the securi
ties in their portfolio. (These may be bonds,
preferred and common stocks.)
Intelligent estate planning is not easily
accomplished—sharp focus must be brought
to bear on tomorrow’s needs as well as to
day’s. It has been proven many times that
ownership of common stock in sound com
panies is rewarding both from the stand
point of income and capital appreciation.
How do you go about acquiring some ? That
isn’t as easy as it sounds—the investor is

in the center of an investment triangle. The
points of the triangle are safety, growth,
and income.
Every time you start to move toward one
point, such as safety, the farther you seem
to move away from the other two points—
income and growth. Obviously this is not a
place for applying “Do-It-Yourself” tech
nique. This can be very costly for a begin
ner. (1) Get some professional help in the
early stages. (2) Do some serious reading
and studying—you will gradually increase
your own understanding until you make
more and more of your decisions yourself.
Your broker wants you to do this, he prefers
to present the facts to you as capably as he
can, but the decision is up to you.
There are fortunately many avenues of
information on the stock market today—
most of them not too difficult to utilize.
First of all READ—read the financial pages
in your paper (ask for the Wall Street
Journal for your birthday—you’ll love it.
Here is news and a wealth of information
minus the customary gingerbread) read
magazines — Forbes — Nation’s Business,
Time, Fortune, Newsweek, Changing Times.
There are many more good ones. Visit your
library’s section on investments. (Probably
most of these will be on the reserve list—
they are pretty popular these days.) Write
to the New York—the American, Midwest,
or any principal stock exchange near you—
they are generous with excellent material.
The rest is up to you! Just find the time
to start reading. Your interest will become
so great you will find yourself no longer
sneaking past the financial section (fearing
you wouldn’t understand it anyway) but
find yourself turning to that section first,
just as your husband turns to the sports
section and the small fry to the funnies.
Besides this self-imposed reading pro
gram there is all kinds of help at your
broker’s office—just for the asking. He will
talk over your problem with you, make rec
ommendations, and give you information
about companies in which you have an in
terest. Take advantage of this free personal
service. There is no charge until you finally
buy or sell securities.
Don’t be timid about visiting a broker
just because you happen to have a very
small amount of money to invest. The New
York Stock Exchange (NYSE) disclosed
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recently that almost two-thirds of America’s
adult share owners have household incomes
of less than $7500 a year. Don’t ever think
your investment money is too small to
bother with. Just notice the advertisements
the NYSE uses in papers and magazines to
let the person of modest means know that
investment opportunities are available to
him. You can be assured of a welcome in
your broker’s office regardless of the size of
your investment.
How have these families in modest in
come brackets acquired their shares? Since
Mr. Keith Funston, president of the NYSE,
initiated the Monthly Investment Plan in
1954,—thousands have used its easy method
of accumulating shares of the company of
their choice. Any stock listed by NYSE may
be bought by means of the monthly invest
ment plan (MIP). You can invest as little
as $40 or as much as $999 (or any amount
in between) on a monthly or quarterly
basis. Your dividends can be automatically
reinvested, giving you the advantage of
compounding your interest. MIP is so easy!
Your MIP benefits from market “dips” as
the same amount of money invested periodi
cally will buy more shares or fractions
thereof when the market is “low” than when
it is “high.”
If you do not have a broker, look in your
classified section, and choose one that rep
resents a member firm of the NYSE. Re
member the Exchange facilities are as close
to you as your telephone. NYSE appears in
this article many times because of the im
portant role it plays in the investment pic
ture with its stringent self-imposed rules.
Today the members operate as nearly as
possible according to the terms of the Bur
tonwood Tree Agreement of 1792: “The Ex
change’s object shall be to maintain high
standards of commercial honor and integ
rity among members and to promote and
inculcate just and equitable principals of
Trade and Business.” The Exchange has a
stricter code of conduct than any other busi
ness. It serves the same purpose today as
at the time it came into being—to serve as
a market place for buyers and sellers of
securities. All through the years as our in
fant country was growing and developing,
the Exchange served as a life-line feeding
much needed blood in the form of new
capital—capital to provide money to build
canals and railroads, to drill for oil, to mine
gold, coal, silver and iron-ore and to finance
the countless factories and businesses all
of which owe their very existence to the
availability of vital capital.

Contrary to the belief of many, the Ex
change does not set prices. It provides a
place for a giant auction sale of securities,
where trade is supervised and buyer and
seller are brought together in a free and
open market. One law governs prices—the
law of supply and demand. When you make
that visit to the Library’s investment shelf,
pick up a book about the history of the
NYSE. It is fascinating and will help you
picture the birth of our free enterprise
system, understand its growing pains and
all the factors that make it the vital link
it is today between investor and industry.
Another effective way to invest is through
purchasing shares of an Investment Trust
or Mutual Fund. The Fund is owned by
thousands of investors, large and small, who
pool their money to obtain investment ad
vantages not available to them individually.
A staff of professional analysts use the ac
cumulated funds to buy a varied list of
stocks (these are selected in accordance
with the stated objectives of the fund—such
as growth, income, safety, etc.). Following
the selection of the portfolio, it is carefully
supervised by these experts and managed
to their best ability.
If you are interested in building an estate
—whether it is for your children’s educa
tion, some cherished dream like going
around the world on a freighter, or perhaps
just plain retirement in a state of care-free
independence, you can do it. You can do it,
that is, if you will start early enough in
your productive years to put aside whatever
sum you can spare monthly into a mutual
fund geared to your requirements, and re
invest all dividends—the results will be
most gratifying. Keep in mind that the
price of mutual fund shares is the actual
market value of the shares of the entire
portfolio divided by the number of shares
outstanding, plus the commission charge.
You can see that if you decide to liquidate
your shares in a declining market it is quite
possible to get less than you paid. It is
best always to use surplus funds for invest
ing so that an emergency doesn’t force you
into selling your shares at a time when it
might be disadvantageous to do so. Mutual
fund shares, like individual securities, offer
a liquidity feature that cannot be over
looked. They can be redeemed any business
day by the Trust itself. Mutual fund offers
an additional advantage—that of diversifi
cation. (Remember the old adage “Do not
put all your eggs in one basket.”) It would
be just about impossible for an individual
(Continued on page 12)
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A RIGHT UNDERSTANDING OF MATTERS
By LETHA K. MARVEN, Accountant with The Jefferson Wood Working Com
pany, Louisville, Kentucky
It is becoming more and more clear that make the proper decisions which must be
a right understanding of matters concern made by those responsible for plans and
ing relationships between management and policies. There has been a failure on ma
labor is of vital importance to management, nagement’s part to prepare trained per
labor, and the ultimate consumer. George sonnel replacements. There should be within
Washington expressed his belief in the an organization a development of systems
ability of the people in general to solve their which constantly provides sufficient infor
problems in an orderly manner when he said mation so that management is able to look
ahead and make plans and policies which
“The masses of people in these United
result in a smoothly running organization
States mean well, and I firmly believe
and an increase in the efficiency of the em
they will always act well, whenever
ployees.
they can obtain a right understanding
Through the use of ideas and creative
of matters.”
Labor is making demands on manage genius of individuals modern industry has
ment today which a few years ago would developed at a tremendous rate, and it is
have been considered fantastic. Manage through the continued use of new ideas and
ment, in less than 25 years, has met de dreams that the future growth of industry
mands and made concessions which few will depend. To encourage and promote the
would have thought possible—yet our eco development of the creative genius of the
nomic system has remained stable. Just how individual is one of management’s responsi
long management, without an understand bilities. An employee who is actively devel
ing on the part of labor, can continue to oping an idea in which he believes is a happy
make these concessions and remain in busi employee. To feel a sense of accomplishment
ness presents a serious problem, one which is necessary to an intelligent person and it
requires a right understanding if our free is to management’s advantage to find those
within an organization capable of creative
enterprise system is to survive.
Richard Sanzo, Staff Analyst, Dun & work and thereby benefit from the develop
Bradstreet, Inc., in the July, 1956, issue of ment of the individual ideas and the satis
Dun’s Review and Modern Industry calls faction of having employees who are satis
attention to the fact that the study of ma fied and are, therefore, less susceptible to
nagement is necessary to understand the outside influence. Management will have the
goodwill of an employee who is satisfied and
functions of management. He says
who understands the policies and objectives
“Awareness of the importance of ma
of the company for which he works. The
nagement as a distinct skill and neces
well-informed employee is usually inter
sary ingredient to business stability
ested in the business and assumes a pro
and growth is, perhaps, the number one
prietary attitude which is helpful in deal
problem of middle business. Attaining
ing with other employees and the public in
the required management skill may be
general.
ranked as the number two problem.
It is to management’s interest to know
Business growth in a relatively new
the employee’s attitude toward his job;
enterprise is all too often like the emer
toward his boss; what the employee knows
gence from boyhood into adolescence.
about the company for which he works; his
The early carefree attitudes give way
ideas toward advancement; and his ability
to a fumbling for stability.”
The number of new industries which have to get along with his co-workers.
come into existence within a comparatively
Management is an activity which requires
short period of time has created demands special skill and training. Promotion ac
for materials and labor to such an extent cording to seniority often results in placing
that management has been forced to do the a person in a position of responsibility and
best possible under the circumstances. Too authority for which he is unprepared. The
often the responsibility for management fact that a person has worked for a com
has fallen on one man rather than through pany for a long time does not necessarily
out the organization. Management needs mean that he knows much more about the
the best thinking of everyone in order to business than the day he was hired; it may
6

the success gained by the unions. The union
member in the factory feels that he can rely
on the steward to do his thinking for him
and the steward is willing to do the thinking
for others as he understands the importance
of thinking. The unions have not gained the
foothold in the south that they have in other
sections of the country because the South,
as a region, believes in individual freedom.
It believes in individual initiative rather
than a planned economy. It believes in indi
vidual incentive and opportunity rather
than in government doles and controls.1
The founders of the United States were
wise men. They were students of history;
they were students of politics; and above
all they were students of human nature. In
writing the documents under which the
citizens of this country have lived and pros
pered, as in no other country in the world
for over 175 years, the founders provided
for three things they considered important
—the rights to life, liberty and the pursuit
of happiness. The rights to life and liberty
are important but it is the right to the pur
suit of happiness which now deserves con
sideration. Happiness is not a quality which
can be conferred upon the individual. It is
a quality which comes from within man and
man is responsible for creating his own
happiness; and it is man’s responsibility to
plan for his future and to provide for his
own welfare. A free man cannot be happy
unless he is willing and able to do his own
thinking; he cannot be happy under the con
trol of someone else; he must be allowed the
dignity of the right to get a job and make
a living for himself and his family without
being forced to pay dues for the privilege
of doing so; and he must be allowed to se
lect and support the political party of his
choice. In his right to the pursuit of hap
piness a man should be allowed to join a
union voluntarily and be willing to pay
membership dues for the leadership which
the unions afford. He should also have a
voice in the selection of political candidates
supported by the union.
To obtain a right understanding of mat
ters between management and labor it is
necessary for the individual to realize his
personal responsibilities. Management fur
nishes the capital which provides the jobs
for labor and is dependent upon labor to
produce the goods and services required by
consumers. Without the ability to produce
consumer goods investment would mean
nothing. On the other hand, labor is de
pendent upon management to provide the

mean simply that he was more interested in
the security which he felt seniority pro
vided than in the work he had been doing.
Alfred G. Larke, Employer Relations Edi
tor of Dun’s Review and Modern Industry,
has stated that “when we learn to manage
people we will have a release of energy and
an increase in productivity that will corre
spond to the increase in power potential
that the atomic age has brought us in the
physical field.” Understanding the import
ance of managing people has made it pos
sible for the labor unions to accomplish
what they have in less than 25 years. The
union steward, working in management’s
plant, has the employee’s interest at heart
and he convinces the employee of that fact.
Management’s foreman, with proper train
ing and a right understanding of matters
could have accomplished the same result. It
as been pointed out from time to time that
belonging to a union gives a man a sense
of belonging; that this sense of belonging
frequently is more important to the individ
ual than a sense of security. A recent survey
of a comparison of abilities of union stew
ards and company foremen revealed that
union stewards had larger vocabularies, ex
celled in mathematics and on the whole
displayed more practical judgment than
company foremen. This would indicate that
the wrong men were acting as foremen.
Management is becoming increasingly
aware of executive incentive plans, how
ever, business has grown so rapidly that
there is an executive shortage and manage
ment has been forced to use all executive
talent to the fullest extent. In many in
stances men with executive ability have
been advanced too rapidly without proper
training and experience. They, therefore,
are not prepared for the complex problems
facing management today. An executive is
judged by his success in directing others;
his ability to delegate authority; his re
ceptiveness to the ideas of others and his
ability to remain calm when he sees others
make mistakes and charge the cost to the
worthwhile investment in the development
of his most valuable resource—people. Man
agement must be on the alert for those
who have executive ability or who can be
trained to acquire this ability and must see
that proper training in the art of handling
people is provided.
The unions, during the past few years,
have realized the importance of education
and training and the ability to deal with
people. Unfortunately too many people are
willing to let someone else do their thinking
for them. This fact accounts for much of

(Continued on page 13)
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ACCOUNTANTS NEED RECORDS TOO
By VIRGINIA M. O’HERN, C.P.A., Los Angeles Chapter

Accounting firms, like other businesses,
have their own problems of record keep
ing. In order to perform at maximum
proficiency and to account for assets and
liabilities and income and expense, various
records are necessary—some comparable to
general business, some comparable to other
service organizations, and some peculiar to
the accounting profession. It is the last two
categories that will be discussed here.
The primary source of income in an ac
counting business is, of course, compensa
tion for services rendered. How does an
accountant decide how much he will bill his
clients? Inasmuch as the only “product”
sold is time, time becomes the basis for his
charges. An accountant will first determine
what rate should be charged for principal,
supervisor, senior, semi-senior and junior
work in order to meet expenses and have
the operation result in a reasonable profit
for the principals. These rates will vary
depending upon the experience of the ac
countants performing the work and they
may also be influenced by the type of work
performed. If only bookkeeping services are
performed, the rate used would necessarily
be less than the rate used for complicated
estate planning. As in any other business,
the charge depends to some extent on com
petition, and the rates used in one part of
the country would not necessarily be those
used in another section for the same type
of work.
After a rate is established, an accountant
must have a record of time against which
to apply that rate. The common practice is
to have all principals and staff members
prepare time sheets at regular inter
vals—weekly, bi-weekly, or monthly. On
these time sheets will be recorded the date,
the number of hours charged to each client,
the type of work performed and any ex
pense that may have been incurred in con
nection with that work. This information
is transferred to individual billing cards
which show the name and address of the
client and are kept on file in alphabetical
order. The cards have spaces for date, name
of accountant, hours worked, type of work
performed, and expense charged. At the end
of each month, the total hours recorded are
listed by client’s name to determine the
work-in-progress inventory. After a job is
completed, or at appropriate intervals, the
cards are recapped and billed, using the

predetermined rates. The completed cards
are assigned an invoice number and become
a permanent record which may be referred
to frequently to determine who did what
and when. The process of recording sales,
receivables, etc. would not differ materially
from any other type of business.
In lieu of recording routine work such
as computation and review of tax returns
on a time sheet, a perforated tab may be
attached to the work. This tab will show
the required information and, after the job
is completed, may be removed and attached
to the time card thus avoiding duplicate
recording.
The time sheets serve several purposes
besides being indispensable for billing. They
are used in connection with the payroll for
keeping records of reimbursed employee ex
penses, and as a basis for a productive
hour report, which records the number of
work hours performed by each accountant.
This report can be very helpful to man
agement and also may be an incentive factor
for staff members.
Because profits in an accounting business
result almost exclusively from the efficient
use of time, careful planning is required
to utilize time to the best advantage. Here
again it is necessary to keep records of past
time and forecast “budgets” of future time.
The billing cards mentioned previously
serve as the basis for past time and the
program becomes the “budget”. By deter
mining how many hours of senior, semi
senior, and junior time were required for
a particular audit in the past, management
can approximate the time required for that
job in the future—subject, of course, to
change resulting from such factors as the
condition of the client’s records and the
degree of internal control at any given
time. The person preparing the program
will assign accountants to the various jobs
and will allow a specified amount of time.
As in other budgets, there will be variances.
Here, however, the variances cannot be set
tled by an expenditure of cash since we
are dealing with time. They must instead be
compensated for by more planning—substi
tuting other work if there should be that
rare instance when a job is completed in less
than scheduled time or, as in the usual case,
assigning more help or deferring the next
scheduled work if necessary. An efficient
program should be scheduled for several
8

months in advance and should provide a
certain amount of unscheduled time to ac
commodate the unexpected work which
arises constantly. The accumulation of
these programs becomes in turn the basis
for future planning.
One of the most important record keeping
problems in connection with the planning
of a program is the devising of a system
which will preclude the possibility of over
looking recurrent work. A list should be
made or a tickler file set up showing by
month what work is required to be per
formed, whether it is tax return prepara
tion, a fiscal year audit, an interim audit,
the confirmation of accounts receivable, or
the witn
essing of physical inventories for
example.
A separate record should be kept of non
recurring work and should not be left to
the vagaries of memory. This record could
be as unassuming as a note book but would
show such items as work requested by a
client which is not required to be done at
any certain time, claims for tax refunds to
be filed, tax problems depending for their
solution on the outcome of court cases and
so on.
Because the peak work load of most ac
countants occurs during the period January
1 to April 15, special effort must be made
in the matter of record keeping during that
time. Each accountant should be furnished
with a list of the tax returns he is expected
to be responsible for. From then on matters
would be in a state of confusion unless some
control were maintained. One suggestion
would be to have a card file, maintained by
client’s name in alphabetical order. Dif
ferent colored cards could be used to desig
nate the type of return to be filed—cor
poration, partnership, fiduciary, or indi
vidual. The file would be divided into sec
tions with appropriate headings such as
“Not Started”, “Data In”, “In Preparation”,
“For Review” and “In Typing”. While the
maintenance of this system imposes extra
work during a busy period, it pays divi
dends in time saving when a client wants
information about his return and it becomes
necessary to locate the return at once. The
card file also provides information at a
glance as to the stage of work completion
at any time during the season. With the
aid of this file, management can determine
the necessity for extra hours, extra help,
or redistribution of work.
This same card file can be used to record
the mailing date of tax returns but it is
probably more convenient to keep a sep
arate alphabetical list showing client’s
name, forms prepared, and date mailed. This

list may also be used to indicate the basis
used for the declaration of estimated federal
income tax for individuals. Just the nota
tion “1956” or “Under” would be sufficient
to indicate which clients will need attention
as the payment dates approach.
In connection with the preparation of in
come tax returns, there is another impor
tant record to be kept and that is the ap
proximate number of the various tax forms
which will be required. Accountants must
plan in advance to obtain the many govern
ment forms necessary for their work. Be
sides the regular income tax returns, an
accountant uses gift tax returns, estate tax
returns, claims for refund, carry-back
claims, extension applications, and other
forms. It is important also to obtain other
state forms for clients who must file income
tax returns in states other than their resi
dence state or for out of state clients.
A discussion of the records required for
the control of income tax returns brings up
the subject of revenue agents’ reports.
Some record should be made for each tax
file which would show the pertinent data
relating to review of returns by the Internal
Revenue Service. In addition, it is helpful
to maintain a current record in chronologi
cal order. This record would show initially
the client’s name, the name, address, and
telephone number of the revenue agent, the
date of the revenue agent’s first contact and
the taxable years involved. If a meeting is
held with the agent, the record would show
the date and a notation of the agent’s pro
posed changes. Finally, the record would
show whether or not a waiver form was
signed, the amount of the assessment or
deficiency if any and the signature of the
staff member who handled the assignment.
There is one other record which might
be mentioned here and that is a client con
tact record. Very often a prospective client
will call and make inquiries concerning pos
sible services and the cost involved. If at
a later date he decides to avail himself of
those services, it is a simple matter for
the accountant to refer to his client contact
record to refresh his memory concerning his
prior conversation with the client.
All of these records are necessary for the
efficient operation of an accounting and tax
service. The form of the records is not so
important as the fact that they be main
tained in some manner. Various accountants
have devised their own systems to fit their
individual needs. Efficient organization and
adequate record keeping result in higher
profits as well as improved service to
clients.
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ESTATE ADMINISTRATION
By GERTRUDE H. KITCHEN, C.P.A., Baltimore Chapter

has left a will. If so, it must be located.
The reason for the urgency is to find out if
the decedent has left any instructions as
to his burial and to see if he has named an
executor so that such person can assume
authority and take responsibility for mak
ing decisions regarding burial, etc. Usually
before a person dies he will inform the
executor that he has been so named. Upon
locating the original copy of the will and
ascertaining that the decedent did not
change his mind, the executor will imme
diately take over. However, there are a
number of cases where the fact that a per
son was named as an executor came as a
complete surprise to him. After the will is
located and a search made to make sure
there is no later will or a codicil to the will,
it should be taken to the register of wills
or clerk of the orphans court, in the county
or city in which the decedent maintained
his last domicile, with the request that it
be admitted to probate. If the executor is
not a lawyer or a trust company, a lawyer
is usually called in to advise the executor
what procedure to follow from then on.
If a will cannot be located, the lawyer
will advise the next of kin to either have
himself appointed to act in lieu of an
executor (in which case he is known as an
administrator instead of an executor) or
to renounce his right to be named adminis
trator in favor of whomever he wishes to
act. If there is more than one next of kin,
each one has a right to act as administrator.
Those who do not want to act can renounce
in favor of anyone they choose.
In the case of a will having been left, the
register of wills will notify the witnesses
to appear at the register of wills office. The
witnesses will be asked to swear under oath
that they saw the decedent sign the will, etc.
The register of wills then gives the
executor or administrator a certificate stat
ing that the will has been admitted to pro
bate.
2. The second step is for the executor to
make an appointment with an appraiser
from the orphans court to take an inventory
of the estate’s assets. This is usually done
within the first week after the death. The
values placed on all the items listed are
supposed to be fair market values. Such
inventory is filed with the register of wills
as promptly as possible. Included in this
inventory are the assets which pass by law
into the jurisdiction of the executor. This

The subject of estates is, of course, a very
broad one. Volumes have been written on
a number of subdivisions of the subject
such as estate taxation, administration of
estates, estate planning, accounting for
estates, the relationship of trusts to estates,
the role of insurance in estates and so on.
My idea, however, in choosing the topic of
Estate Administration was to bring to the
attention of those who have not had ex
perience with estates, the practical effect of
what happens when someone dies. The ac
countant’s role in estate confines itself to
preparation of administration accounts,
preparation of income and federal tax re
turns, maintaining books, preparation of
profit and loss or net worth statements,
valuing of assets, particularly goodwill and
capital stock of a close corporation, and, in
estate planning, the tax effects of various
plans.
I will touch very lightly on ESTATE
PLANNING, concentrate the ADMINIS
TRATION OF AN ESTATE. There is no
estate plan which suits any two or any
group of people. Instead, each person’s plan
should be based on many facts including
his worth, health, age, who are his next of
kin, whether he owns his business, whether
he is a member of a partnership, whether
he has any dependent heirs, etc. Some of
the devices used in an estate plan are:
1.
Gifts during life time
2.
Life insurance
3. Business insurance and stock purchase
agreements
4.
Marital deduction
5.
Revocable and irrevocable trusts
6.
Will
The purpose of an estate plan is to have
outlined before one dies what he desires to
be done with his property after his death,
and to save as much taxes as possible. How
ever, it should be realized that the saving of
taxes is not always of primary importance.
As a general rule an estate is most advan
tageously planned by a team of people con
sisting of a lawyer, a certified public ac
countant, a trust company and a life insur
ance man.
In discussing the ADMINISTRATION
OF AN ESTATE I will enumerate the vari
ous steps usually involved.
1. Almost immediately upon one’s death
(often even before there is time to shed
tears) it must be determined if the decedent
10

does not include life insurance wherein the
beneficiary is someone other than the estate,
and jointly owned property which passes on
death to a named survivor other than the
estate, and real estate which is not admin
istered under the will. If property is owned
as tenants in common by two (or more)
people, it is considered that each owns an
absolute interest in one-half of the property.
If one of such persons dies, his one-half
interest would be included in the adminis
tration of his estate. If property is owned
as joint tenants with right of survivorship
or as tenants by entireties, on the death
of one the property passes direct to the
survivor and is not administered through
the estate. However, the survivor should pay
voluntarily to the register of wills the in
heritance tax on the portion of such prop
erty which had been acquired with funds
supplied by the decedent or had been pre
viously inherited by the decedent . The
executor will sometimes file a list of dece
dent’s debts as it is determined what they
are. However, it appears to be a more com
mon practice not to file such a list, but
merely to account for them in the first
administration account.
3. A checking account is opened in the
name of the estate. To it is transferred all
the cash in any bank accounts of the dece
dent as well as all cash on hand at date of
death. This account is maintained for the
receipt and disbursement of all cash coming
into the estate by way of sale of assets, divi
dends on securities, etc. and payment of
all bills.
4. A notice to creditors is then published
in some local newspaper for a specific num
ber of times. This gives any creditor of
the decedent the opportunity to file a claim
against the estate. If a creditor does not do
this within the time prescribed in the notice,
he forfeits his right to the claim.
5. Within thirty days after decedent’s
death a “preliminary notice” must be filed
with the District Director of Internal
Revenue if the gross estate exceeds
$60,000.00 This is the first contact the
estate has with the federal government.
On this form is listed the approximate value
as of date of death of all assets. The assets
to be included in this form are not only
the ones in the inventory filed in the pro
bate court but also life insurance regardless
of who the beneficiary is, jointly owned
property, real estate, annuities, etc.
6. The next step is usually the filing of
a petition for payment of funeral expenses.
7. At the end of the calendar year (as
suming the decedent’s taxable year was a

calendar year) the executor must file
federal (and sometimes local) income tax
return for the decedent. This is known as
the “decedent’s final return” and is pre
pared on a form 1040. It should include all
income tax items up to the date of the
decedent’s death. If from the date of death
to the last day of the calendar year, the
estate had income in excess of $600.00 a
federal fiduciary income tax return (form
1041) must be filed unless the estate elects
a fiscal year. This form is very similar to
an individual income tax return. For each
calendar year thereafter a fiduciary return
must be filed if the income exceeds $600.00
in any year.
8. Probably the next thing to do is pre
pare the federal estate tax return. It is due
15 months after date of death, on form
number 706. From time to time the treasury
department revises this form, so if you
are ever called on to use one, make sure
you have the latest form. The instructions
with this form are as a rule quite complete,
and state that there is a choice of using
either (1) the value at date of death or
(2) an alternate value. The method elected
must be used for all items. Values at date
of death are intended to be fair market
values and the method of obtaining them
is particularly prescribed for certain items.
Special attention is called to the method
required for valuing securities listed on a
stock exchange and for valuing the net worth
of a sole proprietorship or stock in a closely
held corporation. Generally the alternate
value is (1) for assets still owned by the
estate one year after death — their fair
market value on such date and (2) for
assets sold prior to one year after death—
the sale price of such assets. The assets
included on the federal estate tax return
are not only the ones included in the ad
ministration of the estate in the local courts
but also real estate, jointly owned property
(regardless of who the joint owner is), life
insurance and certain other items. In con
nection with jointly owned property, the
full value of the property must be included
in the gross estate unless it can be proven
that a part of the property originally be
longed to the surviving joint tenant. Federal
estate taxes are a graduated tax and range
from 3% on the first $5,000.00 of the tax
able estate to 77% on the portion in excess
of $10,000,000.00 Often in trying to save
federal estate taxes the executor strives to
keep the value of each asset as low as
possible. This sometimes proves to be a
fallacy. If that asset is subsequently sold
by the person who inherits it, his basis
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for reporting the sale on his income tax
return is the value used on the federal
estate tax return. The result may be that
it costs 25% in income taxes to save 18%
in federal estate taxes. Another item on
the federal estate tax return to which I wish
to refer is the marital deduction. Generally
the significance of this is that when a man
or woman dies the value of the estate which
passes to the surviving spouse may be de
ducted. This deduction is known as the
marital deduction. However, such deduction
may not exceed 50% of the taxable estate.
When the estate tax return is filed, the
executor usually writes a letter requesting
the treasury to examine it and discharge
the executor from any personal liability in
connection with it. If such a letter is writ
ten, the treasury department cannot hold the
executor liable for any additional tax unless
it so assesses it within a year after the
letter is filed. However, the treasury de
partment has three years within which to
assess an additional tax on the heirs.
9. After it is determined what the federal
estate tax will be, the executor is in a
position to know whether certain of the
estate assets must be sold to pay the tax.
The executor makes this decision and de
termines which assets to sell, if any. If he
is sure there will be enough left to make
a distribution of all the specific legacies
per the will as well as part of the rest and
residue, he then prepares his first admin
istration account and files it with the
register of wills. This account consists of
charging the executor with all assets on
hand at date of death plus all assets received
from the date of death to the date of the
filing of the administration account plus
gains on all property sold since date of
death; and crediting the executor with all
items paid since date of death including
funeral expenses, decedent’s debts, admin
istration expenses, federal estate taxes,
executors commission and the tax thereon,
and distributions to the legatees as well as
the inheritance tax withheld from such dis
tribution. Even in preparing this first ac
count the executor makes sure he retains
enough in the estate to pay additional
federal estate taxes if they are assessed
upon examination of the return. Otherwise,
the executor can be held liable for such tax.
The executor’s commissions are based on
the gross estate and are usually, as pre
scribed by the Maryland law, for an estate
involving no unusual problems:
10% of the first $20,000 and
2% of the balanceInheritance taxes in Maryland are a tax,

not on the estate, but on the person receiv
ing the inheritance and are based on the
inventory value of the property depending
on the heir’s relation to the decedent as
follows:
Lineal tax (parents, children,
grandchildren, wife)
1%
Collateral tax (any other person) 7½%
This tax is deducted by the executor from
each legatee’s share before he gets his dis
tribution. Incidentally, the distribution one
receives from an estate is, of course, not
subject to income taxes.
10. Once the estate tax return has been
examined and the treasury department
sends the executor a letter releasing him
from liability, the executor files his final
administration account and distributes the
entire balance of the estate.
(Continued from page 5)
to build and supervise as varied a list of
securities as that owned by most investment
trusts. These funds offer an ideal invest
ment medium for the person without the
time, temperament, talent or training to do
their own investing. There are many kinds
of funds. Some stress income, some growth,
some special fields such as electronics,
natural gas, chemicals, and some stress
geographical locations of special interest
such as Canada, Texas, etc. Here again a
close look at your particular requirements
is a must. Mutual funds are an excellent
medium for pension funds, schools, hospital
groups, private trustees, and gift giving.
Many states now permit children to own
securities (managed by a custodian until
21) without the necessity of a trust instru
ment. This facilitates gift giving to minors.
An interesting way to learn more about
the stock market, if you are willing to invest
a little money and some of your time
monthly, is by joining one of the popular
investment clubs. There are thousands in
the United States and Canada. If there isn’t
one in your area, start one—perhaps among
your bridge club members, your bowling
team, your friends at work. Any interested
group can form the nucleus of an invest
ment club. You will have fun—you usually
meet once a month—you will invest a little
money each time, $10 or $15, and you will
learn to analyze corporations (usually clubs
confine their purchases to stock of growth
companies). Then a little later, when you
may have much larger sums to invest, you
will have a better idea about how it should
be done.
(Continued on page 13
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IDEA EXCHANGE
By LUCILLE PERELMAN, Charleston, West Virginia

Reports — Reproduction

A Time Saver for Peg Board Payroll
Systems
If you use the write-it-once peg board
system for payroll, you will find it helpful
to have a typist pre-type the names and
dates on the payroll checks and the names
on the payroll journal sheets in the same
order. The person preparing the payroll
then needs only to insert the confidential
information on the check stub manually.
Completion of the entire operation is accom
plished more rapidly with less writing.
Pearl Wyngarden, Holland

In reproducing routine reports by ditto
gelatin process, after sufficient copies have
been run, place blank paper over the figures
or other pertinent data and run work papers
for succeeding periods.
Georgia 0. Moore, Atlanta

The standard of living we enjoy—the high
est in the world—is ours because our engi
neers and technicians are constantly trying
to find ways to produce more goods, faster
and better made, than ever before. It is
squarely up to all of us to give industry the
money it needs to grow and expand, in order
to meet the almost insatiable demands of
our population.
The NYSE has a publication called “Un
derstanding The NYSE.” This closing
thought for every American is taken
from it.
“CAPITALISM IS A LIVING PHILOS
OPHY WHICH HAS GROWN UP WITHIN
OUR DEMOCRATIC FORM OF GOVERN
MENT. IT HAS SURVIVED MINOR
WARS AND WORLD WARS, PANIC,
DEPRESSIONS. DEMOCRACY IS THE
HOPE OF A FREE WORLD TODAY—
AND DEMOCRACY’S GREATEST ALLY
IS CAPITALISM.”

(Continued from page 12)
DO (1) Do a little self-analyzing and in
vest according to your temperament—don’t
buy an individual security if you are going
to watch the paper every day and be upset
if it drops a few points. (2) Choose a broker
suited to your own personality. Both of you
will enjoy the relationship more that way.
(3) Determine your specific objective in
your investment and stick with it. Your
investment program should be as tailormade for you as the clothes you wear. (4)
Put all your cards on the table when you
visit your broker. Treat this professional
visit like an appointment with your doctor—
tell him your “symptoms”. Then and only
then can he help you. Remember, he will
respect your confidence.
(Continued from page 7)
There are risks as well as compensations
capital
with
which the goods and services
in investing but through careful “investi
are
made
possible.
Labor must assume its
gating before you invest,” many risks can
be greatly minimized. It is wonderful that share of responsibility for the preservation
in this great land of ours, every American of our free enterprise system. To meet the
has an opportunity to own a part of demands of labor, management has had to
America through ownership of common spend enormous sums for machinery to in
stocks in her industries. It is a privilege, crease the productivity to keep business on
as well as an obligation, to invest in Amer a profit-making level. In return for the con
ica. Industry constantly needs capital—it cessions made by management labor must
is up to all of us to provide it. Out of ven assume its share of the responsibility for
ture capital came the research which made increasing productivity. To provide suffi
possible so many of the miracle products cient work for the millions of available
we all enjoy today (girls—remember the workers requires a tremendous investment
on the part of management and the risk in
days before nylon, orlon, acrilan).
It is no accident that the United States volved is great and is becoming more so all
with one-sixteenth of the world’s population the time. The development of good clear
provides more than one-third of the world’s thinking efficient minds, by management
goods. This is due to production know-how and labor, is essential to arriving at a right
with its constantly improving manufactur understanding of matters between them.
ing technique. Today we are experiencing 1. Sensing, Thurman, The Unions Drive on the South, Southern
States Industrial Council Bulletin, Nashville, Tennessee,
the introduction of automation in industry.
August 1, 1956.
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WHAT'S NEW IN READING
CATHERINE E. MILES, Ph.D.
issuance of Statement No. 27 should pro
duce a clearer understanding of the
auditor’s responsibilities of disclosure in
his report. Statement No. 27 deals with
applications of standards of reporting of
current year’s data, prior year’s data,
and other long-form reporting problems.

Accounting and Reporting Standards for
Corporate Financial Statements and Pre
ceding Statements and Supplements, 1957,
American Accounting Association.
This publication contains the follow
ing:
1. “Accounting and Reporting Standards
for Corporate Financial Statements, 1957
Revision.” This is the 1957 revision of
“Accounting Concepts and Standards
Underlying Corporate Financial State
ments,” of 1948. The 1957 revision is
the report of the Committee on Account
ing Concepts and Standards of the Amer
ican Accounting Association. The report
deals with some accounting concepts:
business entity, enterprise continuity,
money measurement, and realization. It
also deals with the recognition and meas
urement, of assets, with revenue, expired
costs, and income tax as related to in
come determination, with equities, and
with standards of disclosure.
2. “Accounting Concepts and Standards
Underlying Corporate Financial State
ments—1948 Revision.”
3. Supplementary Statements:
“Reserves and Retained Income”
“Price Level Changes and Financial
Statements”
“Current Assets and Current Liabilities”
“Accounting Principles and Taxable In
come”
“Accounting Corrections”
“Inventory Pricing and Changes in Price
Levels”
“Consolidated Financial Statements”
“Standards of Disclosure for Published
Financial Reports”
4. “Accounting Principles Underlying Cor
porate Financial Statements,” 1941.
5. “A Tentative Statement of Accounting
Principles Underlying Corporate Finan
cial Statements,” 1936.

Accounting Terminology Bulletins, Bulletin
No. 4, “Cost, Expense and Loss,” July,
1957, prepared by Committee on Termi
nology American Institute of Certified
Public Accountants.
This bulletin defines the terms cost,
expense, and loss and gives recommenda
tions regarding the usage of these terms.
The definitions and recommendations
are very clear and the publication of
this bulletin is another step forward
in the clarification of accounting termi
nology. When reviewing the bulletin,
please note the recommendation in para
graph numbered 6 regarding the use of
the term expense in connection with
items entering into the computation of
cost of manufacturing.

Studies in the History of Accounting, edited
by A. C. Littleton and B. S. Yamey on
behalf of The Association of University
Teachers of Accounting (Great Britain)
and The American Accounting Association,
Richard D. Irwin, Inc., 1956.
A comment often made is that if you
want to understand something then study
its origin. This is especially true of the
field of accounting. This collection of works
on early practices and literature will
broaden and enrich your accounting back
ground. The studies go back to Greek and
Roman days and deal with accounting in
nations other than our own as well as
something on early practices in America.
A study of the works given in this book
will give you a better understanding of
accounting as it is today.

Statements of Auditing Procedure, No. 27,
“Long-Form Reports,” July, 1957, issued
by the Committee on Auditing Procedure,
American Institute of Certified Public
Accountants.
As many accountants find the long-form
report desirable and appropriate for use
on some of their audit engagements, the

ADDRESSES OF PUBLISHERS
The Accounting Review, American Account
ing Association, College of Commerce and
Administration, Ohio State University, Colum
bus 10, Ohio.
The American Institute of Certified Public
Accountants, 270 Madison Avenue, New
York 16, N. Y.
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